Abstract This paper explores the determinants of governmental corruption exploiting a unique dataset generated by "Operation Pretense", an FBI investigation of county purchasing activities that ultimately led to the conviction of 55 of Mississippi's 410 county supervisors, one county road foreman, two state highway commissioners and 13 vendors on bribery, extortion and other felony charges. Evidence is reported that corruption occurs more frequently in rural counties where voter-taxpayers have fewer years of schooling. Corruption is also more likely in counties where supervisors are paid more, ceteris paribus, casting doubt on the proposition that efficiency wages purchase honest public officials.
Only if one looks at the fine structure of political and economic systems can one go beyond a showing that corruption is harmful to an understanding of the way it operates in different contexts. . .. We need more systematic knowledge of just how corruption and self-dealing affect the operation of government programs and private markets. (Rose-Ackerman, 1999, p 4)
Introduction
Each of Mississippi's 82 counties is managed by five supervisors, who are elected to concurrent four-year terms and are responsible for administering all county governmental functions except the public schools. 1 Owing to this division of public policymaking labor, as a practical matter Mississippi's boards of supervisors spend most of their time and budgetary resources building and maintaining county roads and bridges.
Prior to 1988, nearly every county in Mississippi operated under a governance system called the beat system. 2 In that system, counties are partitioned geographically into 5 separate districts or "beats." After dividing the county's road budget into shares that are either equal or proportional to total county road mileages, each supervisor is independently responsible for establishing and executing spending priorities within his or her own beat: "under the beat system, the board of supervisors performed both the legislative and executive functions of government. It levied taxes and approved each district's road budget, while individual supervisors directed the day-to-day roadwork in their beats" (Crockett 2003, p 10). This decentralized governance structure afforded individual supervisors direct control -and considerable discretion -over the allocation of county funds and county resources, such as labor, materials and supplies, as well as cranes, graders, trucks and other capital equipment.
Evidence that supervisory discretion had become a source of personal gain came to light in Operation Pretense, a high-profile federal investigation of Mississippi's county governments that ran from March 1984 to sometime in late 1987. 3 The investigation was launched 2 years after the Reverend John Burgess, a Pentecostal minister who owned a building supply business in Carthage, Mississippi, a town in centrally located Leake County, first contacted the local office of the Federal Bureau of Investigation (FBI). He told federal agents in 1982 that he had learned, after investing in Polk Concrete, a pipe manufacturing company just south of Jackson, that the company's sales representatives could not do business with some counties unless they kicked back 10 percent of the purchase price to supervisors (Crockett 2003, p 4) . 4 Burgess subsequently agreed to open an FBI front operation, named Mid-State Pipe Company, next to his business in Carthage, and allow federal agents to pose as sales
